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1. Basis of the report 

a. With regard to the language, the international search was carried 

[X] the international application in the language in which 

I I a translation ofthe international application into which is the language of 

a translation furnished for the purposes of international search (Rules 12.3(a) and 23.1(b)). 
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. International application No. 
. PCT/US 07/60295 
Box No. I Basis of this opinion 

1 With regard to the language, this opinion has been established on the basis of: 
[X] the international application in the language in which it was filed. 

I I a translation of the international application into which is the language of a 

translation furnished for the purposes of international search (Rules 12.3(a) and 23.1(b)). 

2. Q This opinion has been established taking into account die rectiflcation of an obvious mistalie authorized by or notified 

to this Authority under Rule 91 (Rule 43bisA(a)) 

3. With regard to any nucleotide and/or amino acid sequence disclosed in the international application, this opinion has been 
established on the basis of: 

a. type of m aterial 

I 1 a sequence listing 

I I table(s) related to the sequence listing 

b. format of material 
I I on paper 

I I in electronic form 

c. time of filing/furnishing 

I 1 contained in the international application as filed 

I I filed together with the international application in electronic form 

I I furnishedsubsequently to this Authority for the purposes of search 

4 I — I In addition in the ease that more than one version or copy of a sequence listing and/or table(s) relating thereto has been 
— filed or furnished, the required statements that the information in the subsequent or additional copies is identical to that 
in the application as filed or does not go beyond the application as filed, as appropriate, were furnished. 

S. Additional comments: 
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Box No. V Reasoned statement under Rule 43»is.t(a)(i) with regard to novelty, inventive step or industrial applicability: 
citations and explanations supporting such statement 



Statement 
Novelty (N) 



Inventive step (IS) 



Industrial applicability (lA) 





28 


YES 


Claims 


1-27 and 29-47 


NO 




None 


YES 




1-47 


NO 


Claims 


1-47 


YES 




None 


NO 



2. Citations and explanations: 

Claims 1 -27 and 29-47 lack novelty under PCT Article 33(2) as being anticipated by US 2004/0210512 A1 to Fraser et al. (herelnatter 

■Fraser'). 

Regarding claim 1, Fraser discloses a method comprising: transitioning an electronic trading system (see Fig 1) from a first state to a 
second state (see Fig 3 and para [0034] - e.g., thirteen states and transitions between states): and awarding a participant with trading 
priority In the second state with respect to an incoming contra order, when the participant satisfies a status of trading rights in the first state 
and when one or more predetermined criteria in the second state are satisfied (see Figs 3. 4, 6 and para [0059] - e.g., the first state being 
'participant qualification state 304'. and the second slate being 'bid/offer state 308-. the transition from the participant qualification state 
304 to the bid/offer state 308 occurring via the "command state 330' as Illustrated in steps 412 and 416 of Fig 4 and step 642 of Fig 6; the 
participant establishing trading priority In the second, i.e.. bid/offer, state by placing a bid or offer at a select, e.g.. predetermined, price and 
volume). 

;h the second state comprises a bid/offer state (see Fig 3 ~ 'bid/offer 

Regarding claim 3, Fraser further discloses In which the trading priority comprises a right to exclusively trade on the incoming contra order 
(see para [0082]). 

Regarding claim 4, Fraser further discloses allowing all participants to trade on the incoming contra order If the participant Is not awarded 
with trading priority (see para [0104] - e.g., allowing all non-priority passive traders to trade). 

Regarding claim 5, Fraser further discloses in which the status of trading rights in the first state comprises righte based on a prioritization 
of existing orders (see Fig 3 - 'participant qualification state 304'. para [0048] - e.g.. participante are classified based on 
monitor a participant's activity, and the metric may take into account factors such as the number of trades and/or amount of trades of the 
participant's existing orders). 

Regarding claim 6, Fraser further discloses In which the participant satisfies the status of trading rights In the first state when the 
participant has a best order from among one or more existing orders (see para [0104] ~ the initial "best passive trader ). 

Regartling claim 7. Fraser further discloses In which the participant satisfies the status of trading rights in the first state when the 
participant made a trade In the first state (see para [0048] - e.g.. participante are classified based on a metnc used *°'"°"'^°J^^^^.. 
participant's activity, and the metric may take Into account factors such as the number of trades made by the participante, it is reasonable 
to infer that one classification may bo participants having made a number of trades equal to zero, i.e.. no trades). 

Regarding claim 8. Fraser further discloses in which the participant satisfies the status of trading righte in the first state when the 
participant made in the first state a trade that also satisfies a minimum size requirement (see para [0062] - 'A second type of pnority is 
alos granted if a bid/offer qualifies with regard to a minimum size definition'). 

Regarding claim 9, Fraser further discloses in which the one or more predetermined criteria in the second state are satisfied when a size 
of an order in the second state and associated with the participant satisfies a minlmum size requirement (see para [0062] - A second type 
of priority is also granted it a bid/offer qualifies with regard to a minimum size definition"). 

Reqardinq claim 1 0, Fraser further discloses in which the order associated with the participant comprises at least one of: an existing order 
(see Fig 3 - 'participant qualification state 304', para [0048] - e.g., participante are classified based on a metric used to monitor a 
participant's activity, and the metric may take into account fectors such as the number of trades and/or amount of trades of the 
participant's existing orders), and an order subsequently entered. In the second state, by the participant (see Figs 3 6, 8 and para [0074], 
[00821-r00831 -eg the system temporarily transitions to the 'qualified wort<up state 312' which gives exclusive rights to trade to the initial 
trader, who is recognized as a qualified cunent wori<er able to control the trade by submitting subsequent, addiUonal transaction volume). 

- Please see Supplemental Box ~ 
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In case the space in any of the preceding boxes is not sufficient. 

Continuation of: 

Box V.2. Citations and explanations: 

Regarding claim 1 1 , Fraser furtiier discloses in which the one or more predetermined criteria in the second state are also satisfied when 
the size of the order associated with the participant exceeds a percentage of a size of the incoming contra order (see para [0082] - e.g., 
discourage order and execution fragmentation: para [0118] -- 'meet a given percentage of the requester's size'). 

Regarding claim 12, Fraser further discloses in which the one or more predetermined criteria in the second state are also satisfied when s 
price of the order associated with the participant is within a delta of a price of the incoming contra order (see Fig 3; para [0057] - e.g., in 
the 'instrument creation state 306', a participant may create an instrument using a delta and thereafter submit the instrument to the 
bid/offer state 308 for trading). 

Regarding claim 13, Fraser further discloses in which the one or more predetermined criteria in the second state are also satisfied when a 
size of the Incoming contra order satisfies at least a minimum size requirement (see para [0084] - 'If the size of the bid/offer and/or hit/take 
Is below the system-controlled threshold'). 

Regarding claim 14, Fraser further discloses in which the one or more predetermined criteria in the second state are also satisfied when a 
price of the order associated with the participant is within a delta of a price of a trade in the first state (see Fig 3; para [0057] - e^g^, in the 
'instrument creation state 306', a participant may create an instnjment using a delta and thereafter submit the instrument to the bid/offer 
state 308 for trading; para [0037], [0069] -- e.g., the trade in the first state being a partial execution and the trade In the second state being 
a follow-on trade, such as a second trade in a sequence of trades as per the definition of Trade" of para [0037], of the remaining size of 
the order, the price obtained during execution of the trade in the first state providing an initial asking price for the trade to be executed in 
the second state). 

Regarding claim 15, Fraser further discloses in which awarding the participant with trading priority further comprises awarding the 
participant with trading priority when the participant made a trade in the first state that safisfies a minimum size requirement (see para 
[0062] - 'A second type of priority is also granted if a bid/offer qualifies with regard to a minimum size definition ). 

Regarding claim 1 6, Fraser further discloses in which the one or more predetermined criteria In the second state are satisfied when a price 
of an order in the second state and associated with the participant satisfies a price criteria with respect to a price of a trade in the first state 
(see Fig 10 and para [0037], [0059], [0102]-[0104] ~ e.g., the trade in the first state being a partial execution and the trade in the second 
Ltate bling a follow-on trade, such as a secind tr^de in a sequence of trades as per the definition of -Trade" of para [0037], of he 
remaining size of the order, the price obtained during execution of the trade In the first state providing an initial asking price for the frade to 
be exMUted^n le second state; the one or more predetermined criteria In the second state being satisfied when for example, the initial 
"best" passive trader matches an aggressor's price, the aggressor's price being better than the initial asking price). 
Regarding claim 1 7, Fraser further discloses in which the price criteria comprises the price of the order associated with the participant 
being within a delta of the price of the trade in the first state (see Fig 3: para [0057] - e.g., n the 'instrument creation state 306 , a 
partici^nt may create an instrument using a delta and thereafter submit the instrument to the bid/offer state 308 for trading; para [0037], 
[00691 ~ e.g., the trade in the first state being a partial execution and the trade in the second state being a fo low-on trade, such as a 
second trade in a sequence of trades as per the definition of "Trade" of para [0037], of the remaining f ^« "J^^^' '^^^^ ""^'"^"^ 
during execution of the trade in the first state providing an initial asking price for the trade to be executed In the second state). 

Regarding claim 18, Fraser further discloses in which the one or more predetermined criteria In the f ~"^^^*l'f„^'T=„^'^*^^^^^ 

of an ordir in the second state and associated with the participant exceeds a percentage of a size of the incoming contra order (see para 

[0082] - e.g., discourage order and execution fragmentation; para [01 18] ~ 'meet a given percentage of the requester's size ). 

Regarding claim 19, Fraser further discloses in which the one or more predetemnined criteria in the second stete are satisfied when a price 

of an ordir in the second stete and associated with the participant is within a delta of a pnce of the incoming contra order (see Fig 3, para 

[0057] - e.g., in the 'instrument creation state 306', a participant may create an instmment using a delta and thereafter submit the 

strument to the bid/offer state 308 for trading). 
Regarding claim 20, Fraser further discloses in which awarding the participant with trading priority further cornprises awarding the 
participant with trading priority when the participant satisfies one or more transaction criteria in the first state (?ee Fig 3 -- participant 
qualification stete 304', para [0048] ~ e.g.. participants are classified based on a metnc used to monitor a participants activity, and the 
metric may teke into account factors such as the number of trades and/or amount of trades made by the participant). 



Regarding claim 21 , Fraser further discloses in which the participant satisfies the one or more 
participant made a trade in the first state that satisfies a minimum size requirement (see para [0062] 
granted if a bid/offer qualifies with regard to a minimum size definition'). 

Regarding claim 22, Fraser further discloses in which the one or more predetermined criteria in the second state are f^f^^^^l^^ '^^ 
one of a size of the incoming contra order satisfies at teast a minimum size requirement (see para [0084] - 'If the size of the b d/of^er 
and/or hit/teke.ls below the system-controlled threshold'), and a size of the incoming contra order exoseds a percentage of asize of an 
order associated with the participant (see para [0082] - e.g., discourage order and execution fragmentation; para [01 18] - meet a given 
percentage of the requester's size'). 
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in apparatus comprising a computing device operable to perfomi the method of claim 1 (see Fig 2 

Regarding claim 24, Fraser discloses a computer readable medium comprising a program that when executed performs the method of 
• ■ le para [0008] ~ 'data processing system having control logic'). 

Regarding claim 25, Fraser discloses a method comprising: transitioning a trading system (see Fig 1) from a first state to a second state 
(see Fiq 3 and para [0034] -eg thirteen states and transitions between states); and awarding a first participant and a second participant 
with trading priority in the second state with respect to an incoming contra order when the second participant aatisfies a status of trading 
rights in the first state (see Figs 3, 4, 6 and para [0059] - e.g., the first stale being 'participant qualification state 304'. and the second state 
being 'bid/offer state 308', the transition from the participant qualification state 304 to the bid/offer state 308 occunng via the command 
state 330' as illustrated in steps 412 and 416 of Fig 4 and step 642 of Fig 6. the first and second participants being initial traders): and 
awarding the second participant with exclusive trading priority in the second state with respect to the incoming contra order if the second 
participant subsequently enters, in the second state, an order that satisfies one or more predetermined cnteria (see Figs 3, 6, 8 and para 
100741 [0082H00831 - e:Q., the system temporarily transitions to the 'qualified wori<up state 312' which gives exclusive rights to trade to 
the Initial trader, e.g., the second participant, who is recognized as a qualified current worker able to control the trade by submitting 
additional transaction volume to its contra-traders to the exclusion of outside participants, e.g.. subject to one or more predetermined 
criteria Including reaching a specified limit on the number of workups or amount of workups). 

Regarding claim 26, Fraser further discloses in which the second participant satisfies the status of trading rights in the first state when the 
second participant has no existing best order and made a trade in the first state (see Fig 3 - 'participant qualification state 304 , para 
[00481 -eg participants are classified based on a metric used to monitor a participant's activity, and the metric may take into account 
actors such as the number of trades and/or amount of trades, for example, of the participant's existing orders, trades made or a 
combination thereof; it is reasonable to infer that the metric may be based on at least two factors one factor being the ""-^ber of ex^st ng 
orders equaling zero best orders and another factor being the number of participant's trades made equaling a number greater than zero). 

Regarding claim 27. Fraser further discloses In which the second participant satisfies the status of trading rights in the first state when the 
second participant l^as no existing best order and made, in the first state, a trade that also satisfies a minimum size requirement (see ng 3 
TarWcipant qualification state 304'. para t0048J, [0062] - e.g., participants are classified based on a metric used to monitor a participant; 
activity, and the metric may take into account factors such as the number of trades and/or amount of trades, for example, of the 
oarticipant's existing orders, trades made, or a combination thereof; it is reasonable to infer that the metnc may be based on at least tnree 
factors one factor be^g the number of existing orders equaling zero best orders, a second factor being the number, of participant's trades 
made equaling a number greater than zero, and a third factor being the trade(s) made satisfying a minimum size definition). 
Regarding claim 29, Fraser further discloses in which awanJIng the first participant and the second participant with trading priority in the 
second state comprises awarding the first participant and the second participant with trading pnonty '°/,^'J^,^^^' inactivity 
a predetermined time period (see para [0083] - The status of current worker rnay terminate upon ... the lapson °f the trad ngina^^^^^^^ 
interval') and up to the second participant entering, in the second stale, the order that satisfies the orie or more P'^e<^.«te mined criteria (see 
Fig ^para [00941.I00951 ~ e.g., the second state being the 'price retention state 316', and the second participant being the aggressor 
satisfying the one or more predetermined criteria by hitting or lifting the bid or offer at the new pnce ). 
Regarding claim 30, Fraser further discloses awarding the first participant with exclusive trading priority in 

oartte oant does not subsequently enter the order that satisfies the one or more predetermined cntena (see F g 3 - "when state 312 , para 
K - e ^^he Second participant being 'the first best qualified bldder/ofTerer", who -will maintain priority only if it ^sponds at its p ice or 
if rlecessai^. matches the best When Take price', i.e.. else the second participant loses its trading pnonty in the second state and thus the 
first participant is awarded exclusive trading priority in the second state). 

Regarding claim 31 , Fraser further discloses in which the second participant has a predetermined time period to subsequeritly enter the 
order that saUsfies the one or more predetermined criteria (see para [0083] - 'by the lapsing of the trading inactivity interval ), 
Renardino claim 32 Fraser further discloses in which the one or more predetermined criteria comprises the subsequently entered ordered 
satS^gVmin'mum sTze^^^^^^^ (see para [0084] - 'If the size of the bid/offer and/or hit/take is below the system^ontrolled 

threshold'). 

Regarding claim 33, Fraser discloses an apparatus comprising a computing device operable to perform the method of claim 25 (see Fig 2 
and para [0031 1 ~ 'server 206'). 

Regarding claim 34. Fraser discloses a computer readable medium comprising a program that when executed performs the method of 
claim 25 (see para [0008] - 'data processing system having control logic'). 
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Continuation of: 

Box V.2. Citations and explanations: 

Regarding claim 35, Fraser discloses a method comprising: transitioning an electronic trading system (see Fig 1) from a first state to a 
second state (see Fig 3 and para [0034] - e.g., thirteen states and transitions between states, the first state being 'participant qualification 
state 304' and the second state being 'qualified wori<up state 312'. the transition occuring via the 'command state 330'); awarding a 
participant with a right to exclusively trade on an incoming contra order in the second state, the second participant having an order in the 
second state (see Fig 8 and para [0082]-[0083] - e.g., transitioning to the 'qualified worl<up state 312' gives exclusive rights to trade to the 
initial trader, e.g., the second participant, who has an order in the second state, e.g., the initial order); and 

automatically modifying the participant's order when the contra order meets one or more predetermined criteria In wh ch rnodlfying the 
participant's order does not affect the participant's trading priority in the second state (see Figs 3. 12 and para [01 19]-t0120l -- e.g.. . 
transitioning via command state 330 to the 'restore state 320'. which allows a participant to automatically be the best bidder/offeror for a 
given size as determined by one or more predetermined criteria, e.g., a metric). 

Regarding claim 36, Fraser further discloses in which the participant's order comprises at least one of: an existing order (see Fig 3 - 
'participant qualification state 304', para [0048] - e.g., participants are classified based on a metric used to monitor a participants activity, 
and the metric may tal<e into account factors such as the number of trades and/or amount of trades of the participant s existing orders), 
and an ordered entered, in the second state, by the participant (see Figs 3. 6. 8 and para [0074], [00821-[0083] -- e.g., the system 
temporarily transitions to the 'qualified workup state 312' which gives exclusive rights to trade to the initial trader, who is recognized as a 
~ current worker able to control the trade by submitting subsequent, additional transaction volume). 

Regarding claim 37, Fraser further discloses In which modifying the participant's order comprises at least one of: modifying the size of "]e 
order (sel Fig 3 --'restore state 320'; para [0120] - 'automatically control quantitatively bids/offers. For example, decrease a bid.by 0.10 ) 
and modifying a price of the order (see para [01 19] - automatically restoring the same size bid at the same pnce without having to re-input 
the bid command', to restore meaning 'to replicate a bid upon that bid being hit'). 

difying the order comprises removing the order (see para [0101] ~ 'bids and offers 

Regarding claim 39, Fraser further discloses In which modifying the participant's order <»niprises rnc>ditying the participant 
teait one of: awarding the participant with the right to exclusively trade (see Fig 3 and para [00821-[0083], [0 19] - e.g a participant may 
be Awarded the status of qualified current worker during the qualified workup state 312 and the system may hereafter t""?-^" '"^/^^^^ 
improvement state 314 at which the participant may modify Its order), and an Input of the incoming contra °^f'J^l^^^J°J^fj^%^ 
[0102] - e.g.. modifying the order In response to an aggressor's placing a bid or offer at a pnce worse than the best price bid or offered by 
another participant). 

Regarding claim 40. Fraser further discloses in which the one or more predetemiined criteria comprise at least one of: a minimum size 
rWuTrement (see para [0084] - "If the size of the bid/offer and/or hit/teke is below the system-controlled threshold'), and a pnce 
requirement (see Fig 1 0 - 'Has a maker matched this trade?', e.g.. matched the price requirement). 

Regarding claim 41. Fraser further discloses automatically causing the participant to trade on the incoming =0"'™ T.^AT^^anT^nn to 
JaTc pam indicates a willingness to trade on the Incoming contra order (see Figs 3, 8 10 and P„»„^ lO^^l^;"*^^^ 
'price improvement state 314' via steps 808 and 810 of Fig 8 when another participant, e.g.. an aggressor, has '"'''^^.1^''}^"^"^.% ^° 
t?ade, and consummating the trade if the initial "best" passive trader does not match the new better pnce. e.g.. at step 1022 of Fig 10). 

Regarding claim 42, Fraser discloses an apparatus comprising a computing device operable to perfomi the method of claim 35 (see Fig 2 
and para [0031] ~ 'server 206'). 

Regarding claim 43, Fraser discloses a computer readable medium comprising a program that when executed perfomis the method of 
claim 35 (see para [0008] - 'data processing system having control logic'). 

ing: transitioning an electronic trading system (see Fig 1 ) from a first state to a 

secona siaie isee rig o anu ua,a mvo^j - ■ states and transitions between states); receiving a contra order in the second state 

(see F^gT- 'b^/o^^ star3'^0'rpara [0038] - "contra-traders"); determining whether a participant has ^" «f l"^.';'.^^"^^;^ '° '^f ^" 
contra order (see Fiq 8 and para [0082]-[0083] ~ e.g.. transitioning to the 'qualified workup state 312' and determining whe her a 
prrtldpant is a qt^ woricer which if Irul gives the participant exclusive rigWs to trade); and automatically causing the 

Dart c nan o trade on the contra order when the participant has the exclusive right to trade on the contra order and when another 
^ rt ^an Indicates" wiL'gness to trade on the 'contra order (see Figs 3. 8. 10 and para t0102]-[0104] [01 14] -- e^g goi n^^^^^^^ 
improvement state 314' via steps 808 and 810 of Fig 8 when another participant, e.g., an aggressor, ^.ii,nnn»»« ,o 

and consummating the trade if the Initial "best" passive trader does not match the new better price, e 
Regarding claim 45, Fraser further discloses in which the participant has no pending order (see para [0048] -- 

classified based on a metric used to monitor a participant's activity, and the metric may take into account factors such as the number of 
trades of a participant, such as the number of existing orders, for example, zero pending orders). • 

Regarding claim 46. Fraser discloses an apparatus comprising a device operable to perform the method of claim 44 (see Fig 2 and para 

[0031] --'server 206'). 
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Continuation of: 

Box No. V.2. Citations and explanations: 

Regarding claim 47, Fraser discloses a computer readable medium comprising a program that when executed performs the method of 
claim 44 (see para [0008] - 'data processing system having control logic'). 

Claim 28 laci<s an inventive step under PCT Article 33(3) as being obvious over Fraser in view of US 2005/0218393 A1 to Lutnick ot al. 
(hereinafter 'Lutnicit'). 

Regarding claim 28 Fraser teaches the method of claim 25 as above and further discloses in which awarding the second participant with 
exclusive trading priority comprises awarding the second participant with an exclusive right to trade on the incoming contra order If the 
second participant subsequently enters the order that satisfies the one or more predetermined criteria (see Figs 3, 6, 8 and para [0074] 
[0082W0083] - e g., the system temporarily transitions to the 'qualified workup state 312' which gives exclusive rights to trade to the Initial 
trader e g the second participant, who is recognized as a qualified current worl<er able to control the trade by submitting additional 
transaction volume to its contra-traders to the exclusion of outside participants, e.g.. subject to one or more predetermined crltena 
including reaching a specified limit on the number of worlcups or amount of worltups). 

Fraser does not expressly disclose awarding the first participant and the second partlclpant with trading priority comprises awarding the 
first participant and the second participant with a semi-exclusive right to trade on the incoming contra order. However. Lutnick disdoses 
awarding the first participant and the second participant with trading priority comprises awarding the first participant arid the second 
participant with a Mmi-exclusive right to trade on the Incoming contra order (see Fig 2 - step 240; para [0026] - 'semi-exclusive rights to 



One skilled in the art would recognize the benefit of providing participants with various levels of trading pnorrty as well as exclusivity, such 
as semi-exclusivity. Therefore, it would have been obvious to one of ordinary skill in the art to combine the teachings of Fraser and 
Lutnick so as to utilize a method in which awarding the first participant and the second participant with trading prionty comprises awarding 
the first participant and the second participant with a semi-exclusive right to trade on the incoming contra order, and in which awarding the 
second participant with exclusive trading priority comprises awarding the second participant with an exclusive nght to trade on the 
incoming contra order if the second participant subsequently enters the order that satisfies the one °' 

because Fraser and Lutnick are directed to systems and methods for electronic trading.sys ems based on states and trans tions 
therebetween. Furthermore, a user would benefit from participants whose status may provide them with vanous levels of trading priority as 
well as exclusivity, such as semi-exclusivity (e.g., exclusivity within a small group), exclusivity (e.g.. exclusivity to a single participant), and 
combinations thereof. 



■e industrial applicability as defined by PCT Article 33(4) because the subject matter can be made i 



r used in Industry. 
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